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INTERNET-BASED EMPLOYEE STOCK OPTION PLANNER 

FIELD OF INVENTION 
This invention relates to stock options and more particularly to an on-line 
system for informing a holder of stock options, restricted stock, and participants in 
employee stock purchase plans as to the worth, value, or status of their company options 
and stock holdings. 

BACKGROUND OF THE INVENTION 

As will be appreciated, stock options are utilized by many companies not only to 
reward present employees for services provided, but also to entice new employee hires. 
Companies in the past have had difficulty in communicating with and educating 
employees as to the status of their stock options or other information relating to their 
stock options, since stock option plans vary significantly fi'om company to company 
and involve complex tax, legal, and financial planning issues. Moreover, in order for an 
individual to make intelligent decisions as to what to do with his or her stock options, 
these tax and legal implications must be taken into consideration. 

It is usually not up to the company itself to advise employees about tax and legal 
ramifications or in fact do much more than merely present the employee with their stock 
option agreement. If one is to try to provide a universal system to inform the employees 
about a stock option program, it is necessary to take into account each of the different 
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companies* individual stock plans, which is difficult due to the diversity of the plans 
available. 

As a result, companies do not at the present time provide education and training, 
or give information to their employees as to how to maximize the benefits of their stock 
options plans. Moreover, even if a company were to do so, tailoring the advice to an 
individual employee is oftentimes difficult because the company may or may not have 
sufficient information from the employee to provide reliable information. 

Additionally, it will be appreciated that financial institutions oftentimes view an 
individual's stock options and other forms of equity compensation as a resource or 
source for attracting clients to address the kinds of needs for money management which 
these institutions can provide and which the client needs. Thus, there is a need for a 
system which will provide readily accessible information on an individual's particular 
situation both for the individual, for their employer, and the financial institutions 
seeking to attract clients who have equity compensation packages. 

In short, there is an important need to address the option holder's personal 
finance and educational needs and company needs to provide education and training on 
stock options to help employees maximize their benefits and understand the corporate 
goals or the plan. While in the past the ability to provide individuals with advice 
tailored to their particular situation was done on a manual basis, there is a need to 
provide a more convenient way to get information to participants in stock options, stock 
purchase and restricted stock programs. Moreover, there is a need for interactive 
financial planning calculators and tools as well as informational content including 
articles, question and answer in FAQs form, glossary, and global tax guide, along with 
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discussion forum and other interaction with experts. Also, a key environment is 
personal record keeping, which includes data related to option exercise, expiration, and 
vesting, and restricted stock vesting and expiration. 

By way of further background and as will be appreciated, there are millions of 
people in the US and now overseas who participate in stock option plans. A need exists 
to provide not only senior executives, directors, and key employees at every public 
company with information related to their stock options or restricted stock, but also to 
provide such information throughout the workforce. Stock option grants have become 
broader and company-wide, making them an integral part of many employee's 
compensation. Of course, countless numbers of people also hold stock options in pre- 
IPO companies. As a result, participants in these plans are sitting on billions of dollars 
in options gains, representing much of the new wealth of this country. It will be 
appreciated that stock option revenues rival the amounts in qualified plans such as 40 IK 
plans and IRA*s. Moreover, brokerage firms and financial advisors are in need of tools 
and content to reach these individuals to handle their stock plan transactions and 
manage their money. Individuals also let valuable in-the-money options expire, as they 
fail to monitor their option holdings, and may have options fi"om multiple companies. 

Note, few participants hold the stock option after exercise. For numerous 
reasons they take their option profit before the standard 10-year term and either 
diversify the money into alternative investments, meaning stock and mutual fiinds, buy 
high ticket items such as a cars, furniture and houses, or do things such as take 
vacations or use the monies for weddings or renovations of their homes. In short, these 
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are the types of people, who the financial service companies and numerous other 
advertisers wish to reach and market their services. 

Moreover, presently millions of people now look to the Internet as a prime 
source of personal financial and investment information. This trend is reshaping the 
financial services industry. The desire of the individual to take control over their 
financial fixture is both demonstrated and encouraged by the proliferation of investment 
and online brokeragie websites. 



SUMMARY OF THE INVENTION 
To help individual's take control of their own financial fixture, to have much 
more information than was previously available to be able to determine it, and to help 
companies with their stock plan conmiunications, education, and training, in the subject 
system, this information is presented over the Internet in a way in which what is 
presented to the user is both customizable to the individual's particular situation and his 
company's goals, and permits the individual to make rational decisions as to the exercise 
or non-exercise of the individual's stock options or other fiiture company stock 
transactions. 

For this purpose, a number of tools and calculators are provided to permit 
modeling customized to fit the individual's needs. In one embodiment, tools, 
calculators, and content can be customized and regularly updated online. Moreover, the 
presentation to the user can be updated and expanded based on developments and the 
needs of companies and financial institutions. 
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Note, the same information is of great benefit to the company granting the stock 
options or indeed, to the financial institution seeking to manage the individual's stock 
portfolio. In the subject invention this information is made readily available and is 
tailored by the individual to his or her specific situation. The information presented is 
also modifiable through a modeling system which presents various scenarios, thereby to 
present to the individual various possibilities in the management of the stock options he 
or she holds. 

The subject system is online both in terms of providing a server at which all the 
information to be presented is generated and by presenting the individual with content 
through a web site to meet the option holder's personal finance, education, and training 
needs. The server may also be used as the company's communication link to the 
employees and can establish education and training goals for those involved in the stock 
option program. Moreover, a financial institution's interest in attracting individuals 
with stock options can be served by providing a stock option plaimer service. 

In one embodiment, many interactive and customizable features are provided in 
an attractive user interface, which is easy to use. At the root of the ability to present the 
user with information which is readily usable in order to make intelligible choices about 
stock options, the subject system provides an easy-to-use calculator and modeling tools 
dynamically linked fi*om a database of their option records specific to the user's 
particular stock option and restricted stock grants. 

In one scenario, the "Quick Take" calculators tell the users their net gain after 
taxes, personalized by state of their residence. In another embodiment, the "I Need the 
Money" calculator lets the user fill the amount of money needed and see which options 




to exercise to obtain it. The modeling tools also help the user to determine when to 
exercise options by looking at comparisons to alternative investments. 

The "Quick Take" calculator operates in two different modes or versions. The 
first version interacts dynamically with the data that has previously been entered by user 
or drawn in automatically fi-om another database. This database is referred to herein as 
the "My Records" database and in a preferred embodiment is an online stock option 
record tracker. Note that the data can be drawn in from another server to populate or fill 
in the fields in his or her personal database. The user then selects either vested, 
unvested or outstanding options to use in the calculation, after which is entered in the 
current market price of the stock involved. 

Upon clicking on "Calculate" in the "Quick Take" calculator, the user is 
presented with the net gain after taxes based on the state they live in and the tax rate. 
The user may edit and save for return use the federal tax withholding, social security 
withholding, or state withholding. The result is that they and can see a specific 
breakdown of the taxes that get withheld at exercise of the option. 

Moreover, the user can model stock price by entering specific increases and 
decreases by percent in the stock price and seeing what their gains would be. 

In another embodiment of the "Quick Take" calculator, one can enter in the 
number of options in the field that says "Total Shares Options" instead of pulling it fi-om 
a "My Records" database. 

The subject invention also provides modeling tools to help users determine 
when to exercise their options by looking at comparisons of alternative investments. 
For instance, if an individual has stock options in a particular company, and the options 
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are vested with six years remaining in the term, then the individual may wish to know if 
it is appropriate to exercise these options, sell the stock and put it into an alternative 
investment such as a mutual fund; or alternatively wait until the option term which will 
be six years later. The results of either of these two scenarios is immediately calculated 
and is presented to the individual so that the individual can make an intelligent choice 
as to whether to exercise his or her options now or wait. 

As an important part of the subject invention, an online stock option tracker is 
provided for record keeping purposes, including option expiration and investing dates. 
This is the part of the "My Records" database and can be used for monitoring options in 
multiple companies. 

Moreover, each of the above calculators, modeling tools, and online record 
keepers permits changing of the "As of Date" to permit the user to ascertain on the "As 
of Date" what the situation would look like for options and at different stock prices. 

While the above relates to information presentation at the user's terminal, 
equally as important is the advice that can be given to the user online from experts 
through the utilization of easy-to-access original articles, questions and answers on 
approximately 400 equity compensation and stock option topics in form of FAQs, a 
glossary, a global tax guide, and a discussion forum. All are specially designed to meet 
the individual's company's, and financial institution's and customizable requirements. 

Ease of use for the content relates to categories and breakdown by topics from 
basic to sophisticated financial planning topics relating specifically to stock option 
arena. 
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For instance, easy-to-read content in the form of continually new, original 
articles written for an individual with options is presented by the content provider over 
its server. FAQs with answers from experts on every conceivable stock compensation 
question are presented along with an extensive glossary of stock compensation terms. 
Moreover, a global personal tax guide, detailing the tax rules in 25 countries is provided 
to the user. 

Additionally, in one embodiment, easy to navigate community forms such as a 
discussion board and an "ask the experts section" allow for additional human interaction 
and personalized responses on stock compensation issues. 

The result of the provision of the above system is the provision of robust 
interactive tools and calculators that reflect the realities of people's time, patience, and 
knowledge for using web applications, particularly those involving stock options. 
Additionally, through the content provider, the individual is able to read and access 
leading experts in stock options. Moreover, by utilization of a central server, deep 
original content is provided which is continuously updated and provided in a format that 
is easy to read and absorb online. Articles on topics of interest to individuals, including 
themes that companies want to stress with their employees may also be provided. This 
includes for instance handling volatility in the particular company stock, long term 
financial planning about stock options, and other matters. 

It will be appreciated that the subject system can weave parts of the provider*s 
web site into existing online offerings of other companies and providers in the corporate 
stock plan market such as brokerage firms and third party stock plan administrators. 




Moreover, the ability to have a central server that provides all parts of the site 
can be customized and private labeled, with content and tools specific to a company's or 
financial institution need. 

What is therefore provided is a deep content, easy-to-read and search system 
which utilizes easy-to-use calculators and modeling to understand the value of option 
and plaiming altematives. Moreover, online option record keeping and conununity 
features are provided to facilitate for instance a discussion forum and an "ask the 
experts" section. 

What is therefore provided is a system to help the users realize the most value 
possible fi"om their employee stock options and for companies to communicate and 
educate employees on stock options. The content, calculators and community available 
at the central server can make people smarter about the financial planning, tax and legal 
issues surrounding stock option. Moreover, the subject system provides education and 
guidance to help users make intelligent decisions about their stock options and other 
forms of equity pay. 

In summary, a system is provided for educating and training employees and 
others about their stock options with an online stock option planner that includes 
customizable easy-to-use calculators and modeling tools, easy-to-read customizable 
content, and an online stock option tracker for keeping personal records, including 
option expiration and vesting dates, along with easy-to-navigate community forms, 
which together serve as a vehicle by which a user can access information and personal 
guidance on stock options and other forms of equity compensation. 
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In one embodiment, a simplified calculator is provided in which the employee or 
other user may input a number of shares, exercise price, company stock price, percent 
increase of stock price, state, tax information and social security data. 

In a further embodiment, the individual's specific stock option information is 
entered including expiration date, grant date, vesting date and type of option. This 
information is utilized in an online record keeping system which results in the 
presentation of a visual display of various scenarios by which the user can make 
optimum choices in the exercise of his or her options. In still fiirther embodiment, an "I 
Need the Money" option presents to the user in a dynamic link to the records, the ability 
to maximize returns firom the employee stock options at a specific time based on the 
amount of money that the user needs, taking into account the user's tax bracket, and 
other tax status information. 

In another embodiment, a "Quick Take" calculator presents to the user the value 
of the user's vested, unvested or outstanding options at various market prices, taking 
into account tax-related information that is easily editable. 

In a still further embodiment, an alternative investment modeling tool is 
provided which helps the user decide whether to exercise the options, put it into an 
altemative investment or wait to exercise until the end of the option term. 

Moreover, content is provided through a server under the control of an 
information publishing company specializing in stock option and equity compensation, 
which provides the user with information so that the user can better manage his or her 
stock option portfolios and so that the companies can better communicate with their 
employees as to the particulars of the stock option plans. 
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Alternatively, realtime stock quotes input at the server, can be made available to 
the user so that the user can model or record benefits of exercising their particular stock 
options based on current stock prices. 

BRIEF DESCRIPTION OF THE DRAWINGS 
These and other features of the subject invention will be better understood with 

the Detailed Description in conjunction with Drawings of which: 

Figure 1 is a block diagram of the subject system illustrating modeling and 

calculations as well as record keeping and written content to be able to supply the user 

with sufficient information to make intelligent choices with respect to his or her 

employee stock option plan; 

Figure 2 is a diagrammatic representation of a basic calculator indicating a field 

for the entry of total option shares, exercise price and company stock price, as well as 

increases and decreases of stock price by percentage, and changes in tax withholding 

amounts; 

Figure 3 is a diagrammatic representation of the "My Records" database and 
options tracker illustrating the types of personal information which may be entered into 
the table in terms of outstanding grants, grant type, expiration date, shares granted, 
shares exercised, shares unvested, next vest date, shares exercisable, exercise price, 
exercise cost, total value and total gain; 

Figure 4 is a diagranmiatic representation of the "Quick Take" calculator which 
accesses the "My Record" database to provide an estimate of gain based on either 



12 



outstanding, vested, or unvested option shares taking into account federal tax and social 
security considerations; 

Figure 5 is a diagrammatic representation of the "I Need the Money" calculator 
in which the total cash needed is enterable in a field, with the result being a display of 
the vested options the user needs to exercise to reach this amount net after taxes; 

Figure 6 is a diagrammatic representation of a comparison modeling tool in 
which the user enters in two different percentages gains, for instance the expected 
annual increase in percentage of the company's stock and the percentage increase in an 
alternative investment to determine whether and when to exercise the options. For the 
calculators, modeling tools, and record keepers the "As of Date" and the stock price are 
changeable to provide the user with insight into future financial outcomes; and, 

Figures 7A, 7B and 7C are a diagrammatic representations of tables illustrating 
the results of the comparison of whether to sell and purchase an altemative investment 
or hold the grant. 

DETAILED DESCRIPTION 
Referring now to Figure 1, a system 10 is illustrated in which a user 12 views a 
terminal 14 that displays information relative to the user*s stock options. Terminal 14 is 
coupled to a server 16 which connects to the Internet 18 and thence to a provider's 
server 20 to which is supplied content 22 managed by a content manager 24. Optionally 
for the use of the person seeking information on his or her stock options is a realtime 
stock quote unit 26 which can provide user 12 with realtime stock quotes for a company 
of interest, namely his or her own. 
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When the user first logs on, assuming the user has not entered any previous 
personal stock option information into the system, after an initial sign-up in which basic 
registration information is collected, including state of residence, a basic calculator 30 
enables the first time user to get a quick view of his or her stock option scenario by 
entering in the number of shares, exercise price, company stock price, and also edit the 
percent increase/decrease of stock price and the tax withholding information, such as 
the state in which the individual is working, a higher federal tax rate, and social security 
payments made to date. As will be seen, the results of the entry of this limited amount 
of information gives the first time user a direct answer on the value of the worth of his 
or her stock options. However, as will be described, the options data may come fi-om 
the "My Records" database, once the database has been established either by the user or 
drawn fi-om information in another database. 

The user will wish to enter into the system information personally tailored to his 
or her stock option plan, and this is done at entry device 34 the for "My Records" 
database in which the user can enter into the appropriate fields for each grant, the 
expiration date of his or her stock options, the grant date, the vesting schedule, and the 
type of option or restricted stock. Altematively, user data is drawn in automatically 
fi-om another database, such as one used by company or financial institutions for stock 
plan administration or wealth management services. This information can also be from 
another server to populate or fill in the fields in the "My Records" database. 

This information is maintained on the server and the user updates jt for fiiture 
exercise of the stock options and sales of the stock or it is done automatically when 
information comes from another database. This information is downloaded to a "My 
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Records" database 34 and when the user goes to the "My Records" part of the system, 
different visual presentations are possible by changing the stock price amounts and the 
"As of Date", making the "My Records" database an online record keeper, a tracker to 
monitor key personal dates, and a modeling tool. Moreover, tables that are viewed in 
the "My Records" database may be accessed upon demand with any stock price and the 
"As of Date" used. As will be seen, this provides the user with a complete table of 
information which will enable the user to make intelligent choices about his or her stock 
plan, and track their status, including vesting and expiration dates. 

The "My Records" database is utilized and accessed dynamically by an "I Need 
the Money" tool 36, a "Quick Take" calculator or tool 38, and an Alternative Investment 
Modeling Tool 40 as will be seen. 

The "I Need the Money" tool provides a table which enables the user to enter in 
the amount of money that he or she needs for personal use, followed by showing how 
this money can be received by the user after exercising and selling selected vested stock 
options or restricted stock net of taxes. The "Quick Take" calculator on the other hand, 
in accessing the "My Records" database 34, provides the user with a rapidly calculated 
scenario in which net gains after taxes are presented, which also allows the user to edit 
the tax and withholding information and to model increases and decreases in stock 
price. These tools also permit the user to change stock price and the "As of Date" to 
bring into the calculations options that vest or terminate later dates. 

As illustrated at 40, an Alternative Investment Modeling tool permits the user to 
compare the results of exercising before the date of an option grant's expiration or not, 
permitting the user to determine whether or not to exercise an option grant at a given 
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earlier date and put the proceeds into alternative financial investments or to hold onto 
the stock options until the end of their term 

All of the above information in tabular form is complemented by the provision 
over the Internet of an extensive, deep, and original content provided by experts in the 
field of stock options. This structured content includes fi-equently asked questions or 
FAQs in easy-to-read Q&A format, a glossary, articles, a global tax guide, an ask our 
experts format, and a discussions forum. The content is provided in easily accessible 
form and through a directory and categorization, including a search engine, which 
permits the user to query the system for various questions the user may have with 
respect to his or her stock options, or stock options in general. 

While the subject system is pictured as having the entire process take place at a 
centralized server which may be under the control of the content provider, calculations 
and modeling can be performed at the user's terminal. However, using the Internet 
eliminates the problem of downloading specialized soflrware to each user and makes 
uniform the entire process. 

Moreover, the utilization of a centralized server by the content provider permits 
rapid updating of information for legal and tax changes or as new financial strategies 
emerge. This can be done to inform of changes in the Securities and Exchange 
Commission's rules, court cases, new tax laws and IRS rules, or in fact any type of 
strategies which provide current thinking in the stock option area. 

Moreover, it is sometimes useful to be able to have the user access his or her 
company's stock quote on a realtime basis to be able to utilize the modeling and 
calculation functions available at his or her terminal. 
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As will be seen, the subject system presents to the user information which is 
critical in the user's management of his or her stock portfolio to maximize gains or 
provide information in realtime relative to his or her stock option plan. 

It will be appreciated that the same information that is provided to the user's 
terminal may be provided either at the company, or at the financial services or planning 
institution so that should advice be necessary from either of these latter institutions, it 
can be rapidly be given to a client or an employee. 

Referring now to Figure 2, a window 50 is provided for basic calculator 30 in 
which a field 52 permits the total number of options shares to be initially entered by the 
first-time user. The user may enter the exercise price at field 54 and a stock price, 
however determined, at window 56. The result in field 58 is the gain given the exercise 
costs and certain tax information such as federal tax 60, which as a default is set at 28%, 
social security withholding 62, again set as a default at 6.20%, Medicare set as a default 
at 1.45% as illustrated at 64, and state tax 66 for a given state here illustrated at 5.85%. 

User can edit amounts in fields 60, 62, 64, 66 and can see a full breakdown of 
tax withholding totals in field 68 by clicking with mouse on see "Tax Breakdown". In 
field 70, user sees the result of subtracting the tax total fi-om the gain at field 58. 

The basic calculator is also provided with a field which permits the user to vary 
the stock price by first entering whether the stock is to increase or decrease. This is 
input at field 72. Field 74 is used to input by how much the stock is to increase or 
decrease in terms of percentage increase or decrease. 
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The result is that the first-time user may be given an overview and the specific 
value of the value of a stock option grant, with a limited amount of information being 
needed to provide such an answer to this complex question. 

To perform this calculation the Total Option Shares in 52 is multiplied by the 
Company Stock Price in 56. Subtracted fi-om this amount is the Total Option Shares in 
52 multiplied by the Exercise Price in 54 to provide the Gain in 58. Subtracted fi-om 
that amount are the taxes owed for federal, state, local, and Social Security in fields 60, 
62, 64, 66, which are totaled at field 68 which can be edited, to get Net. Company 
Stock Price in 56 can be changed by increasing or decreasing percentages in field 74, 
and this will change Gains and Net. 

Referring now to Figure 3, what is described is the "My Records" database. 
Here the information that is entered into the "My Records" database is illustrated at 
table 80, which includes a listing for instance of a grant number 82, the type of grant 84, 
the grant date 86, the expiration date 88, the shares granted 90, the shares exercised 92, 
the shares uninvested 94, the next vest date 96, the shares exercisable 98, the exercise 
price 100, the exercise cost 102, the total value 104, and the total gain 106. With these 
fields having the appropriate data entered therein, which is done on another data entry 
screen, not shown, the individual is given a table and option tracker reflecting the 
outstanding grants in his or her option and restricted stock portfolio, with the total value 
and the total gain being calculated by entries into the other fields, along with critical 
personal dates, such as expiration and next vesting. The user can also sort the grant 
records by clicking on colunm headings 84, 86, 88 and 96. 
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Grant data can be entered for multiple companies. As will be seen, all of these 
fields may be edited through an edit icon 108 so that the "My Records" database can 
carry updated information for exercises of options and sales of stock, which is utilized 
by other tools or calculators of the subject invention. Note that in one embodiment the 
visual representation automatically changes as vesting dates are reached. 

The calculations made by the "My Records" database include defining the "As 
of Date" which is entered into field 110 and the stock symbol entered into field 112, 
such that if a realtime stock quote is available, this may be automatically entered. By 
changing the "As of Date" in field 110 fi-om today to some fiiture date, the visual 
representation of the stock grants can change as more shares vest and thus show as 
"Shares Exercisable" in field 98 as some stock grants expire. The current stock price or 
in fact any stock price may be entered into this Share Price field. "Recalculate" icon 
114 then provides that the "My Records" database recalculate the total value and the 
total gain, given information in the other fields. 

When the user clicks on the "Calculate" button, the exercise cost, total value, 
and total gain is calculated based on the information in fields 98, 100, as well as the 
data in field 1 12. When the user changes the "As of Date" in field 1 10, which would 
then include options or stock that vests at this later date, and the Share Price in field 
112, the user clicks on the Recalculate button. As a result of the recalculations, the 
number of shares and amounts in fields 94, 98, 100, 102, 104, and 106 change. 

Referring now to Figure 4, "Quick Take" calculator 38 is utilized for a quick 
overview of a person's stock options. It is different fi-om the basic calculator in that it 
gets its input dynamically fi"om the "My Record" database. The overview is provided 
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on a screen 120 which has a window for a company stock symbol field 122 and a total 
option shares field 124, with the nixmber of option shares being either outstanding, 
vested, or unvested pulled in or drawn in dynamically fi-om the "My Records" database. 
The total number of options is provided in field 126. An exercise price, which may the 
weighted-average fi-om the "My Records" database, appears in field 128, whereas the 
stock price may be entered in field 130, either fi-om the company stock symbol or 
manually entered. 

Importantly, the "Quick Take" calculator provides a means by which a user can 
see what will happen if the company's stock price increases or decreases as enterable at 
field 134 and by how much. The percentage increase or decrease is entered into field 
136. Upon clicking on the calculate icon 138, the gain 140 is determined, less total tax 
entered in field 142, to give a net gain in field 144, taking into account a federal tax 
field 146, a social security withholding in field 148, a Medicare/Medicaid withholding 
field 150 and state tax field 152, all of which can be edited in amounts. 

To perform this calculation the Total Option Shares in field 124, which the user 
selects fi"om unvested, vested, and outstanding, is multiplied by the Company Stock 
Price in field 130. Subtracted from this amount is the Total Option Shares in field 124 
multiplied by the Exercise Price in field 128 to provide the Gain in field 140. Subtract 
from that are the taxes owed for federal, state, local, and Social Security in fields 146, 
148, 150, 152, which can be edited, to obtain the Net in field 144. Company Stock 
Price in 130 can be changed by increasing or decreasing percentages in field 136 and 
this will change Gains and Net. 
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Referring now to Figure 5, an "I Need the Money" calculator or modeling 
system 160 is shown in which a field 162 is used to specify the amount of total cash 
needed to be realized. A field 164 permits the user to enter the total cash needed as of a 
particular date, so as to include the options that are vested as of that date according the 
"My Records" database. A field 166 is utilized to indicate the total number of shares to 
exercise and the gain is illustrated at field 168. The tax breakdown provides the amount 
of tax to be subtracted fi-om the gain here illustrated at field 170, whereas the net gain 
after taxes is presented at field 172. Cash needed appears in field 174, with the excess 
cash available provided in field 176. Note, that the user may enter his or her federal tax 
rate at field 178, social security withholding at field 180, Medicare/Medicaid at field 
1 82 and his or her state tax rate at field 1 84. 

With all this information entered, clicking on the "Calculate" icon 186 provides 
the total shares to exercise and sell to realize the gain required to give the needed cash. 
At the bottom of the screen shown in Figure 5, the user sees in table form the options 
fi-om vested grants that should be exercised, the number of shares fi"om each grant, the 
taxes withheld, and the net for each grant that added together equals the Total Cash 
Needed. Moreover, tax rates and other tax information may be edited by clicking on the 
edit icon 188, with different treatments applied for non-qualified and for incentive stock 
options as defined in the Internal Revenue Code. 

This calculation starts with the oldest outstanding grant of vested options in the 
Shares Exercisable field in the "My Records" database. The options in this grant are 
multiplied by the company Share Price in field 187. Subtracted fi-om this amount is the 
number of shares from the Shares Exercisable field in the "My Records" database for 
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that grant multiplied by the Exercise Price for that grant to obtain the Gain. Subtracted 
from this result are the taxes owed for federal, state, local, and Social Security, which 
can be edited for non-qualified options, to obtain the Net. This calculation is performed 
for each vested grant or part of each grant and added together until the Net after taxes in 
field 172 equals the Total Cash Needed in field 164, including any excess cash because 
options cannot be exercised in fractional amounts. Both the share price and the "As of 
Date" can be edited to see outcome in different scenarios for future price increases and 
when more shares vest, drawing in more exercisable shares from the "My Records" 
database. 

Referring now to Figure 6, a Comparison Investment Modeling tool 200 is 
utilized to analyze the user's stock portfolio, whether it be in stock options or otherwise, 
to be able to compare gains as of a date entered into field 202 based on current stock 
price entered into field 204. It uses for the comparison two different expected annual 
increases, namely those entered in the Company Stock Price field 206 and the 
Alternative Investment Rate Of Retum field 208. Again, editable tax rates such as 
federal tax may be entered at field 210, social security at field 212, Medicare/Medicaid 
at field 214 and state tax rate at field 216. This is accomplished by clicking on edit 
button 218 to provide variables for the calculation. Upon clicking on the calculate icon 
220 the result presented to the user is depicted as the tables of Figures 7 A, 7B and 7C. 

Referring now to Figure 7A, 7B and 7C, a summary comparison table 230 
presents the user with information relative to the comparison and provides in field 232 
the summary of the results of the calculated strategy as to whether to exercise the vested 
option grant, sell the stock, and to purchase an altemative investment; or to hold onto 
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the grant to exercise and sell at the end of the option term. Results are shown for each 
grant that is vested. Here the table includes the grant number field 234, the grant date 
field 236, the remaining years in term field 238, the grant price field 240, the shares 
exercisable field 242, total gains exercisable fi^om holding the grant field 248 and fi-om 
an alternative investment entry field 250, which provides a calculation of the difference 
between the two strategies, here illustrated at field 252. 

It will be appreciated in the above example that the two different scenarios are 
based on the expected annual increase for one stock versus another investment. In the 
illustrated example, the first stock may be that associated with the employee stock 
option, where the second stock, bond, or mutual fiind is that which is associated with an 
alternative investment with a specified rate of return. 

Note, that while the subject system may be utilized for stock option plans, the 
comparison tool described above is exceedingly useful in the comparison of any two 
types of investment with any two different rates of retum where there are tax 
implications and differences between selling early and waiting to sell. Information 
utilized in the comparison tool is dynamically drawn from the "My Records" database, 
at least in terms of the individual's vested stock options. 

To perform this comparative calculation for each vested grant in the Shares 
Exercisable in the "My Records" database, the options in that grant are multiplied by 
the Company Share Price in field 204. Subtracted from this amount is the same Shares 
Exercisable in the "My Records" database multiplied by the Exercise Price for each of 
the vested Shares Exercisable to obtain the Gain. Both the share price and the "As of 
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Date" can be edited to see outcomes in different scenarios for future price increases and 
when more shares vest. 

Subtracted from this total is the withholding taxes owed, which can be edited, to 
get the Net. This amount is then multiplied by an annual increase in the alternative 
investment percentage to determine the value of the altemative investment at the end of 
the option term. This investment is then sold at capital gains rates at end of option term. 
This cash amount is then compared to waiting to exercise the options and sell the stock 
at the end of the option term, with the stock price itself having grown by the expected 
annual increase in field 206. This comparative calculation is performed for each vested 
grant and a strategy is recommended based on the mathematical differences between the 
expected annual increases and the tax treatments, with ordinary income rates at exercise 
and capital gains rates for sale of the altemative investment. 

Having now described a few embodiments of the invention, and some 
modifications and variations thereto, it should be apparent to those skilled in the art that 
the foregoing is merely illustrative and not limiting, having been presented by the way 
of example only. Numerous modifications and other embodiments are within the scope 
of one of ordinary skill in the art and are contemplated as falling within the scope of the 
invention as limited only by the appended claims and equivalents thereto. 



24 



